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IBRD Loan to Iceland 


The International Bank for Reconstruction and Devel- 
opment on November 1 made a loan of £360,000 
(US$1,008,000) to Iceland to further the country’s pro- 
gram for increasing agricultural production. Like the 
Bank’s previous loan to Iceland—£875,000 for electric 
power development, made on June 20, 1951—this loan 
is expected to be entirely in European currencies. It is 
for 22 years, with an interest rate of 44% per cent per 
annum, including the 1 per cent commission which, in 
accordance with the Bank’s Articles of Agreement, is 
allocated to a special reserve fund. Amortization calcu- 
lated to retire the loan by maturity will begin on Decem- 
ber 1, 1956. 

The most important of Iceland’s agricultural resources 
is pastureland for livestock; the country’s soil and the 
cold, wet climate, providing only a short growing season, 
are favorable for grass and fodder crops. For this reason 
Iceland has been traditionally an exporter of sheep, lamb, 
mutton, wool, and other sheep products; until a few years 
before World War II, these commodities amounted to 
about a quarter of the country’s exports. Sheep disease, 
brought into Iceland in 1934, and, later, the drift of 
population to the towns as a result of the war, brought 
about a great fall in the production and export of sheep 
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products. The number of' farms was-reduced;-pasture- ° 
lands were neglected, and farm houses and buildings 
deteriorated. There was little opportunity for farmers 
to develop their properties and the economy of the coun- 
try was almost wholly dependent on the fishing industry. 


Realizing the weaknesses inherent in this situation, the 
authorities turned their attention to revitalizing agri- 
culture. A program was drawn up aimed at increasing 
the production of lamb, mutton and wool, dairy products, 
animal feedstuffs, and beef. Except for dairy products 
and animal feedstuffs, it is planned to export most of the 
increase in production. 


The International Bank’s loan will help finance the 
program during the year 1952. The proceeds of the 
loan will be used to finance the purchase in Europe of 
such building materials as fencing, cement, steel, and 
lumber. The equivalent in Icelandic krénur will be lent 
to farmers by the Agricultural Bank for buildings and 
improvements in accordance with the agricultural pro- 
gram. 


Source: International Bank for Reconstruction and De- 
velopment, Press Release, Washington, D. C., 
November 1, 1951. 


Par Value of Swedish Krona 


The International Monetary Fund announced on 
November 5 the establishment of the initial par value for 
the Swedish krona at 5.17321 kronor per U.S. dollar. The 
parities for the Swedish krona in terms of gold and in 
terms of the U.S. dollar of the weight and fineness in 
effect on July 1, 1944, are as follows: 0.171783 grams of 


fine gold per Swedish krona; 181.062 Swedish kronor 
per troy ounce of fine gold; 5.17321 Swedish kronor per 
U.S. dollar; 19.3304 U.S. cents per Swedish krona. 


Source: International Monetary Fund, Press Release No. 


172, Washington, D. C., November 5, 1951. 





Europe 


U.K. Steel Supplies 


The Financial Times reports that the “greater part” 
of Mr. Gaitskell’s request to the United States for an 
allocation of 800,000 tons of steel is likely to be granted. 
So far, the prospective availabilities suggest an annual 
rate of about 500,000 tons, most of which will not actually 
entail shipment of the material from the United States. 
For the first quarter of 1952, about 20,000 extra tons 
of steel, or twice the present rate, will be exported. 
American firms now buying German scrap will “stand 
aside” to the extent of 30,000 tons (equivalent to 45,000 





tons of steel), but it is uncertain whether the United 
Kingdom will be able to obtain the whole of this amount. 
Some 45,000 tons of ingots (equivalent to 33,000 tons of 
steel) are available in the United States, but some of it 
is reported to be high-cost material and the United King- 
dom may not wish to purchase it. The most important 
aid from the United States may come from American 
steel producers standing aside in their foreign ore pur- 
chases in favor of British buyers. Steel output in the 
United Kingdom has been handicapped mainly by short- 
ages of scrap, ore, and coke. 

Source: The Financial Times, London, England, October 

30, 1951. 
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French Budget and Estimated Dollar Balance of Payments 

Preliminary reports on the French budget for 1952 
indicate that total expenditure may reach between 
3,250 billion and 3,500 billion francs, i.e., US$9-10 bil- 
lion at the exchange rate of 350 francs per U. S. dollar. 
For the calendar year 1951, it is estimated that actual 
expenditure will be close to 3,000 billion francs. Cur- 
rent services in 1952 will absorb some 1,550 billion 
francs; appropriations for the Monnet Plan and recon- 
struction will reach some 900 billion francs; and military 
expenditures will probably be between 800 billion and 
1,150 billion francs (750 billion francs in 1951). 

No reliable estimate of taxes has yet been made. In 
1951, actual tax revenue may reach 2,350 billion francs. 
With the increases already recorded in prices and in 
activity, the 1952 estimate for tax revenue may be set at 
more than 2,500 billion francs. 

A preliminary attempt to determine the current account 
deficit of the franc area vis-a-vis the dollar zone in 1952 
estimates dollar expenditures from June 30, 1951 to 
June 30, 1952 at $1,000 million, of which $825 million 
is for imports and freight. Exports and other receipts 
are estimated at $550 million, leaving a deficit of $450 
million. The level of dollar imports in 1952 will depend 
on the amount of U. S. aid. In the calendar year 1951, 
U. S. aid, economic and military, is estimated at between 
$0.5 billion and $0.7 billion. 


Source: Le Monde, Paris, France, October 31, 1951. 
French-Argentine Payments Relations 


Use of the so-called Argentine franc accounts, which 
had hitherto been available for the fulfillment of any 
contract requiring payment in France, has been made 
subject to the prior authorization of the French Foreign 
Exchange Office. French trade with Argentina has been 
active during the last year, but the recent trend has been 
in the direction of a substantial Argentine import surplus. 
Argentine exports to France have been declining under 
the impact of unfavorable harvests and high Argentine 
prices while France still has to make considerable deliv- 
eries in virtue of orders previously received. It is there- 
fore thought desirable to strengthen the French payments 
position vis-a-vis Argentina. 

Source: Neue Ziircher Zeitung, Ziirich, Switzerland, Oc- 
tober 23, 1951. 


Abolition of Liberalized Payments Between Switzerland 
and Belgium 

As of November 1, the liberalization of payments be- 
tween Switzerland and the Belgian monetary area, which 
had existed since November 1949, was abolished and a 
system of controls re-established. Under the new agree- 
ment, all payments to be made by Swiss residents to 
Belgian residents have to be licensed by the Swiss 
National Bank or other banks entitled to grant such 
licenses. The monthly payments balances between Switz- 
erland and Belgium will be settled within the European 


Payments Union, whereas the agreement of November 13, 
1949 provided for the bilateral settlement of those bal- 
ances in gold. Since Switzerland joined EPU (Novem- 
ber 1, 1950), it has, in cooperation with Belgium, made 
several efforts to adapt the mutual free system of pay- 
ments to the EPU system. However, it had become in- 
creasingly difficult to determine that part of the monthly 
balances which was not to be settled through EPU but 
by direct payments in gold either to Belgium or to 
Switzerland. 

Source: Neue Ziircher Zeitung, Ziirich, Switzerland, Oc- 

tober 27, 1951. 


Recovery of Netherlands Foreign Exchange Reserves 

Net foreign exchange and gold reserves of the Nether- 
lands Bank for the week ended October 29 increased by 
47 million guilders (US$12 million), to 1,313 million 
guilders (US$346 million). On July 9 the reserves, at 
898 million guilders (US$236 million) , had reached their 
lowest level of the year. 

The Minister of Finance stated in the First Chamber 
of Parliament that since August the Netherlands had 
regained two thirds of its earlier losses. He attributed 
the improvement in the balance of payments to imports 
which have returned to a normal level, to prepayments 
to the Netherlands resulting from rumors of the devalua- 
tion of certain currencies, and to the expected repayments 
of Netherlands credits to Germany. 

Sources: The Financial Times, London, England, Octo- 
ber 30, 1951; Agence Economique et Financiére, 
Brussels, Belgium, November 2, 1951. 


Defense Orders of the Netherlands 

The Netherlands Government will shortly place orders 
totaling 1.73 billion guilders (US$455 million) with 
Netherlands defense material manufacturing establish- 
ments. In addition, it plans to order material, valued 
at about 500 million guilders (US$132 million), from 
other countries. 

The funds to be expended are part of the 3 billion 
guilders (US$789 million) for rearmament provided in 
the 1951 and 1952 budgets. For the orders placed with 
domestic industries, 230 million guilders will be made 
available from ECA counterpart funds. 

Netherlands production of military equipment at pres- 
ent is estimated at 5 to 6 per cent of total production. 
Source: Aneta News Bulletin, New York, N. Y., October 

20, 1951. 


Danish Balance of Payments 

Denmark’s deficit on goods and services for the first 
eight months of 1951 was less than had been expected 
at the beginning of the year. It amounted to DKr 3383 
million (US$56 million), compared with DKr 495 million 
(US$72 million) which is 8/12 of the estimated deficit 
for the year. The smaller deficit is due to the fact that 
imports and invisible expenditures were less than antici- 


pated. 
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Since August, a fairly substantial improvement in Den- 
mark’s foreign exchange position has taken place; this is 
indicated by a decline in September of $4.8 million in 
the Danish debt to EPU. By the middle of October the 
net foreign exchange liabilities of the Danish National 
Bank had declined to DKr 233 million, from DKr 303 
million at the end of August. 

Source: Harald R. Martinsen, Danish Letters, Copen- 
hagen, Denmark, October 26, 1951. 


Swedish Levy on Investments 


In order to limit investments, the Swedish Govern- 
ment has proposed a 10 per cent levy on investments, 
which is to apply to all investments exceeding SKr 10,000 
in buildings, equipment, and fixtures of a normal life of 
over three years, and also to repairs and replacement. 
Investment in inventories would not be subject to the 
levy; instead there would be certain limitations on the 
tax-free depreciation of inventories. The levy would 
apply to investments undertaken in 1952 and 1953. The 
revenue from the levy is estimated at SKr 100-150 mil- 
lion, annually. 

Automobiles and motorcycles, on which a 10 per cent 
import and production tax was recently imposed, and 
State and semi-State companies would be exempt from 
the levy. 


Sources: Norges Handels og Sj¢fartstidende, Oslo, Nor- 
way, October 29, 1951; The Financial Times, 
London, England, November 2, 1951. 


Changes in the Spanish Foreign Exchange System 

On November 1, the Spanish Official Bulletin published 
new regulations aiming at simplifying the foreign ex- 
change system. The various export rates are replaced 
by a single rate of 21.90 pesetas to the dollar. In addi- 
tion, export goods are classified into five categories under 
each of which exporters will be entitled to negotiate 
from 10 to 90 per cent of their proceeds on the con- 
trolled “free” market. The rates currently applying to 
fruit exports, as well as the present range of import 
rates, remain unchanged. 

Moreover, the Government has authorized the Spanish 
banks to undertake foreign exchange transactions directly 
with their customers instead of dealing only through the 
Foreign Exchange Office as hitherto. 

Source: Agence Economique et Financiere, Paris, France, 
November 2, 1951. 


Greek Public Finance 


Greece’s budgetary deficit for fiscal 1950-51 (July 1950 
to June 1951) has been reduced from 637 billion drach- 
mas—the estimate presented to Parliament on July 16 
(see this News Survey, Vol. IV, p. 52)—to 411 billion, 
according to a recent announcement by the Ministry of 
Finance. The reduction is due to the fact that collections 
in the months July-September 1951 of taxes assessed in 
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fiscal 1950-51 were larger than had been anticipated. 

The public financial position in the first three months 
of fiscal 1951-52 is reported to have deteriorated con- 
siderably, since an advance payment of half their Christ- 
mas bonus was made to civil servants, and the general 
election of September 9 entailed additional expenditure 
and, at the same time, delayed tax collections. These 
developments, together with an expanded program for 
the collection of farm products, contributed to an increase 
of the note circulation in the three-month period by 342 
billion drachmas, or nearly 20 per cent. This increase 
occurred even though outstanding Central Bank credits 
to the private sector of the economy were reduced by 
some 220 billion drachmas (mainly as a result of re- 
payment of farmers’ debts), the financing of recovery 
expenses with ECA counterpart funds was virtually sus- 
pended, and the Bank of Greece had intervened as a 
seller on the gold market, which was reported to have 
resulted in the withdrawal of substantial amounts of 
drachmas from circulation. 


Source: To Vima, Athens, Greece, October 21, 1951. 


German Import Surplus in September 

Western Germany had an import surplus in September 
for the first time in five months (see this News Survey, 
Vol. IV, p. 35). German imports were 31 per cent 
greater than in August, reaching a postwar record level 
of $375 million, while exports rose by only 4 per cent, 
to $325 million. The heavy rise in imports is attributed 
to the new ad valorem tariff system which went into 
effect on October 1 (see this News Survey, Vol. IV, p. 
143). Since the new tariff rates are higher than pre- 
viously for many products, German importers tried to 
import as many goods as possible at the more favorable 
tariff rates in effect prior to October 1. 
Source: Neue Ziircher Zeitung, Zirich, Switzerland, 

November 2, 1951. 


German Trade Agreements 


The German Federal Republic and Argentina on Oc- 
tober 25 signed an agreement for the exchange of goods 
valued at US$308 million. This agreement replaced one 
signed in July 1950, which expired on August 15, 1951. 
Germany will supply Argentina with industrial equip- 
ment, certain raw materials, and essential manufactured 
goods, in exchange for Argentine wheat, wool, hides, 
linseed, and linseed oil. 

A trade agreement between Western Germany and 
Spain provides for an exchange of goods valued at 
US$62 million in each direction during the period from 
October 1, 1951 to September 30, 1952. Under the 
previous agreement which had expired on April 30, the 
amount fixed was US$48 million. 

According to an agreement between Iraq and Western 
Germany, the two Governments will extend most-favored 
nation treatment to each other. The agreement also pro- 
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vides for Iraqi exports during the next 12 months of 

cotton, dates, and wheat valued at £2 million, against 

imports of industrial equipment and pharmaceutical 
products, also valued at £2 million. 

Sources: Basler Nachrichten, Basle, Switzerland, October 
11, 1951; Le Commerce du Levant, Beirut, Leb- 
anon, October 17, 1951; The Washington Post, 
Washington, D. C., October 27, 1951. 


Yugoslav Economic Reforms 


At the end of September the Yugoslav Parliament 
granted to the Government authority for a general re- 
organization of the national economic and financial sys- 
tem. In discussing the drafts of the new laws which 
are to be put into effect gradually, Mr. Boris Kidrich, 
President of the Economic Council, declared that various 
measures of reform had already been put into operation. 
He mentioned, in particular, the creation of Workers’ 
Councils elected directly by the workers, which are 
taking over from state agencies the management of eco- 
nomic enterprises; the progressive abolition of compul- 
sory deliveries of agricultural products to the Govern- 
ment; the sale on the free market of articles of mass 
consumption; the abolition of ration cards and the intro- 
duction of money vouchers; and reform of the wage sys- 
tem. Mr. Kidrich emphasized that the reorganization 
would not lead to inflation but would rather stabilize 
and lower prices generally. The new economic laws, he 
said, would have no effect on buying power and would, 
therefore, not change present living standards. 

The original plan was to end food rationing on No- 
vember 1. This decision has apparently been postponed, 
and an interim scheme of rationing by points is being 
tried out. According to the Yugloslav news agency 
Tanjug, food ration cards were withdrawn on October 1. 
Instead, consumers now receive a certain number of 
money vouchers for the purchase on the free market at 
80 per cent discount of the same quantity of food as had 
hitherto been guaranteed by ration cards. Consumers 
are classified in groups, with the so-called “highest” 
category of consumers receiving 405 vouchers with a 
money value of 1,620 dinars per month, the “lowest” 
category getting 185 vouchers worth 740 dinars, and 
children receiving on the average 840 dinars worth of 
vouchers. These vouchers are valid for the purchase of 
bread, flour, fats, sugar, rice, and soap. Consumers 
will receive each month a certain number of additional 
money vouchers for the purchase of meat, cigarettes, 
textiles, footwear, and other products. 

Mr. Kidrich said that money wages will have to be 
increased considerably in view of the fact that abolition 
of the money vouchers is contemplated and an increase 
of rents is planned. He stated that the standard of living, 
which depends not on the system of distribution but on 
the volume of production, could not be raised by wage 


increases alone. It would, on the other hand, certainly not 
be lowered, because simultaneously with the increase of 
rents and public utility rates, the prices of foods, textiles, 
and furniture will be reduced. 

Some of these price adjustments were made effective 
in the latter part of October, when railway fares were 
increased 300 per cent and the prices of the products 
of the State pharmaceutical enterprises 600 per cent, 
while the very high prices of lard and sugar were lowered. 
It was also announced that postal rates, electricity and 
water charges, and the prices of cinema and theater 
tickets were to be raised with a view to skimming off 
excess purchasing power, which was believed to be driv- 
ing food prices up. The increase in rents has been post- 
poned for the time being. 


The draft law on wages will come into force on Janu- 
ary 1, 1952, when a new planning and budget system 
will also be introduced. The wages and salaries of 
workers and employees will consist of a fixed part supple- 
mented by a variable component. The fixed wage will 
depend on technical skill, functions and responsibilities, 
productivity, conditions and importance of the work 
performed, etc. Salaries of employees will depend on 
education and experience, functions, and individual ca- 
pacities. These fixed wages and salaries will be financed 
by a special fund established under the plan and guar- 
anteed by the State. 


The variable part of wages and salaries will depend on 
the results of the work of the enterprise and will be 


financed from profits. The better the organization of 
an enterprise, the greater will be its capacity to econo- 
mize and improve the quality of its products, the more 
profits it will have, and the more it will be able to 
increase wages. In this way the Government’s decision 
more than a year ago to transfer the management of 
enterprises to the producers themselves will receive the 
material basis by which the interest of the workers in 
better performance is promoted. If, however, an enter- 
prise, for reasons beyond its control, does not realize 
any profits, the state will guarantee the wages of its 
workers in order to avoid wage discrepancies. The new 
law provides for supplementary wages for night work, 
overtime, and national holiday work. For overtime and 
Sunday work, workers will receive a bonus of 50 per 
cent, for work on national holidays 100 per cent, and 
for night work 121% per cent. The draft law does not 
specify the new wage rates, which have to be coordinated 
with the new prices established after the abolition of 
rationing. 

Sources: Agence Yougoslave d’Information, Les Nou- 
velles Yougoslaves, Paris, France, September 22 
and October 6, 1951; New York Herald Tribune, 
Paris, France, September 29, 1951; Neue 
Ziircher Zeitung, Ziirich, Switzerland, October 
23, 1951. 
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Middle East 
British Investments in Egypt 

Since the end of World War I, the ownership of a 
considerable part of the British capital invested in 
Egypt has been transferred to Egyptian hands, and this 
trend has recently been accelerated by the exchange con- 
trol regulations introduced after Egypt’s withdrawal from 
the sterling area in 1947. 

British interests are still important not only in the 
Suez Canal Company but also in two other large com- 
panies. One is the National Bank of Egypt which, under 
a law passed early in 1951, was given the status of a 
central bank and was placed under the direct control of 
the Egyptian Government as regards currency and credit 
policy (see this News Survey, Vol. III, p. 306). Never- 
theless, the Bank still retains a sizable British represen- 
tation on its Board, and the largest part of its assets are 
invested in British Government securities. The second 
company is the Anglo-Egyptian Oilfields, control of 
which was transferred to Egypt last July. Other important 
British investments in Egypt are Egyptian subsidiaries 
of large U.K. companies. 

Source: The Financial Times, London, England, Octo- 
ber 19, 1951. 


Egypt's Foreign Trade 

A committee of representatives of Egypt’s Ministries 
of Industry and Commerce, Finance, Supply, and Na- 
tional Economy will be formed shortly to discuss methods 
of increasing the country’s exports. It will draw up a 
list of products and manufactures which can be exported 
and will study the possibilities of various foreign markets. 
Egypt’s participation in international exhibitions and 
other means of publicizing Egyptian products will also 
be considered. 

A Hungarian delegation is expected to arrive in Egypt 
in November to discuss modifications of the commercial 
agreement between Hungary and Egypt. The agreement 
in its present form will expire next February. Egyptian 
cotton will probably be exchanged for machines, fer- 
tilizers, and livestock. A detailed list of goods suitable 
for barter has already been prepared. Rumania is also 
expected to send a trade delegation which will discuss 
the export of Rumanian petroleum in exchange for 
Egyptian products. A committee was formed some time 
ago to study Egypt’s requirements from the United States 
in the light of the new system of export control imposed 
by the U. S. Government. The Committee has sent a 
list of goods and estimates of the quantities required to 
the Egyptian Embassy in Washington. 

The value of Egyptian imports in the first nine months 
of this year amounted to LE197.4 million and exports 
were LE146.4 million. In the same period last year 
imports were LE141.6 million and exports were LE114.7 
million. 


Sources: The Egyptian Gazette (Weekly Air Mail Edi- 


tion), October 22, 1951, and Al Ahram, Octo- 
ber 28, 1951, Cairo, Egypt. 


Anglo-Egyptian Sudan Budget 

The realized surplus of the Anglo-Egyptian Sudan for 
the 18-month budget year January 1, 1950-June 30, 1951 
is likely to exceed LE20 million, compared with an antici- 
pated surplus of only LE7.5 million. For the financial 
year July 1, 1951- June 30, 1952, revenue is estimated 
at LE24.8 million and expenditures at LE17.8 million, 
leaving a surplus of LE7 million. When presenting the 
new budget to the legislative assembly, the financial 
secretary announced substantial modifications in the 
customs tariff which will probably result in a net loss 
of public revenue of LE80,000. The loss, however, may 
be met by an increase in the value of imports. The duties 
on textiles, shoes, coffee, tea, wheat, flour, and machinery 
have been reduced considerably, whereas those on tobacco, 
beer, wine and all spirits have been raised. The ad 
valorem rate on certain imports has also been raised 
from 15 to 20 per cent. 
Source: Economic Bulletin of the National Bank of 

Egypt, Vol. IV, No. 2, 1951, Cairo, Egypt. 


Investments in Israel 


During the past three years total gross investment in 
Israel has amounted to US$700 million, of which half 
has come from government sources and half from the 
private sector. Present development plans call for total 
gross investments of US$1,400 million in the next three 
years, of which US$300 million is to be in foreign 
exchange. Net investment in 1950 amounted to approxi- 
mately US$250 million. 


Source: Business Digest, Haifa, Israel, October 25, 1951. 


Increase in Government Revenue in Israel 

The increase in Israeli Government revenue resulting 
from higher excise duties on cigarettes and customs duties 
on gift parcels is estimated at I£3.5 million per annum. 
Source: Business Digest, Haifa, Israel, October 25, 1951. 


Economic Relations Between Syria and Lebanon 

Official discussion of the outstanding problems which 
for a long time have prevented normal economic relations 
between Syria and Lebanon was resumed on October 15. 
The subjects for negotiation include proposals to permit 
trade in agricultural products free from tariff or other 
restrictions; determination of the industrial products 
which will be free from any duty, those subject to reduced 
duty, and those subject to the ordinary tariff; the alloca- 
tion of the still outstanding French franc assets of the 
Bank of Syria and Lebanon, which amount to 44 million 
pounds; and the conditions of the transit trade. Other 
problems, such as the transfer of capital and the free 
movement of labor, are particularly difficult because of 
the essential difference between the Syrian controlled 
economy and the Lebanese free economy. 
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Sources: Le Commerce du Levant, Beirut, Lebanon, 
October 13, 17, and 20, 1951. 


Commercial Policy of Iran 

In order to preserve its foreign exchange reserves, Iran 
has raised the import duties on certain types of essential 
goods. The import duty on buses and motorcycles has 
been raised to 50 per cent ad valorem, and electrical 
appliances, such as refrigerators, stoves, and heating 
apparatus, will be subject to a 30 per cent duty. Goods 
previously purchased and already in Iranian ports but 
not yet cleared through customs will be subject to the 
new tax. 


Source: Eittéla’at, Teheran, Iran, October 16, 1951. 


Far East 


Indian Agricultural Production 

Production of Indian foodgrains, with the exception 
of wheat, declined during the agricultural year 1950-51, 
while production of industrial crops, chiefly cotton and 
jute, increased. Production of rice dropped 11.5 per 
cent below that of the previous year, to 20.2 million tons. 
Cotton production, at 2.9 million bales, was 11.3 per cent 
above that of 1949-50, and jute production increased by 
6.6 per cent, to 3.3 million bales. The area under cotton 
increased by nearly 14 per cent, and the area under jute 
by nearly 25 per cent. 
Source: Reserve Bank of India, Indian News Digest, 

Bombay, India, October 16, 1951. 


Indian Trade Agreements 

India has concluded a trade agreement with Australia 
for one year ending June 1952, and with Burma for five 
years ending December 31, 1955. Australia is to supply 
India with wheat, lead, zinc, tallow, stearine, and casein, 
and to receive in return jute and cotton manufactures, 
raw and waste cotton, and vegetable oils and oilseeds. 
Burma will supply rice, pulses, lead, and teak, and will 
receive cotton and jute manufactures, iron and steel 
products, leather goods, coal and coke, and other goods. 
Source: Reserve Bank of India, Indian News Digest, 

Bombay, India, October 16, 1951. 


Ceylon’s Reservoir Project 
The Gal-Oya river reservoir project in Ceylon, which 

was started in 1949 at a cost of Rs 50 million, is expected 

to be completed in November 1951, one year ahead of 

schedule. The dam will irrigate 100,000 acres of paddy 

land. 

Source: Government of Ceylon Information Department, 
Ceylon News Letter, Colombo, Ceylon, October 
26, 1951. 


Thailand’s Budgetary Deficit 

The Government of Thailand has presented to Parlia- 
ment which convened on October 1 a budget which, for 
the first time in many years, shows a deficit. The budget 
provides for expenditures of 3,600 million baht and 
receipts of 2,620 million. The deficit of nearly 1,000 


million baht is to be covered partly by raising import 

duties on certain nonessential goods (e.g., automobiles, 

perfumes, and cosmetics) and partly by loans, both 

domestic and foreign. 

Source: Far East Trader, New York, N. Y., October 17, 
1951. 


U.S.-Korea Payments 

The U. S. Government has paid South Korea US$12 
million in partial settlement of the US$100 million re- 
cently demanded for services and supplies to American 
armed forces. The payment is for currency advanced 
to American forces. 
Source: Korean Affairs Institute, The Voice of Korea, 

Washington, D. C., October 31, 1951. 


Development Bank of Japan 

During the first four months of operations of the 
Development Bank of Japan, loan applications totaled 
27.2 billion yen, loans authorized were 3.4 billion yen, 
and the amount actually utilized was 1.6 billion. The 
largest borrowers were the iron and steel industry, coal 
mines, and chemical industry. With the decrease of 


STAFF PAPERS 
Volume II, No. 1, September 1951 
Contents 

Contribution of the September 1949 
Devaluations to the Solution of 
Europe’s Dollar Problem 

The Role of the Banking System in the 
Chilean Inflation. David L. Grove 

Investment Service of Underdeveloped 
Countries....... 

The Balance of Payments: A Tool of 
Economic Analysis Donald G. Badger 
Volume II will consist of 3 numbers, to be issued 

in 1951-52. Subscription, US$3.50; single issue 

US$1.50. 


BALANCE OF PAYMENTS YEARBOOK 
Volume III, 1949-1950 

This third Balance of Payments Yearbook ineludes 
1949 statements for 59 countries and preliminary 
1950 statements for some 40 countries. It also in- 
cludes a regional classification of the balance of 
payments for Europe, Latin America, and about 
30 individual countries. 

This volume, like the two preceding volumes 
published in 1949 and 1950, presents the data in 
both a standard form, which is much the same for 
all countries, and a financing form, which takes 
account of the varying characteristics of the dif- 
ferent national economies and shows how the bal- 
ance of payments surplus or deficit has been 
financed. Extensive explanatory notes accompany 
the tables for all countries. 

436 pages. Library buckram bound volume, 
US$5.00; paper bound volume, US$4.00. 
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counterpart funds from 1951 on, the need for financing 

by the Development Bank is expected to increase. The 

Bank was established in April 1951 as a government 

institution with a capital of 10 billion yen appropriated 

from counterpart funds. 

Source: Toyo Keizai Shimpo, Tokyo, Japan, October 6, 
1951. 


ECA Aid to Indonesia and Counterpart Funds 

The aid furnished by ECA to Indonesia amounts to 
$115 million from ERP funds supplied when Indonesia 
was a dependency of the Netherlands, and $9 million 
authorized under the current Far East Program. The 
counterpart funds to match expenditures under the Far 
East Program funds have not yet been deposited. As 
for the aid from ERP funds, there still remains a balance 
of $936,000 that is not matched by counterpart funds. 

Of the counterpart deposits against aid under ERP, 
5 per cent was reserved for use by the United States and 
60 per cent was unrestricted as of August 31, 1951. Of 
the restricted funds, over three fourths were used by the 
United States to acquire strategic materials. Of the 
counterpart deposits against aid under the Far East 
Program, no specific percentage is reserved for U. S. use. 
Furthermore, these deposits are not to be used to acquire 
strategic materials. 


Source: ECA, Far East Program, Local Currency Counter- 
part Funds, Washington, D. C., August 31, 1951. 


United States 
Manpower and Partial Mobilization in U.S. 

A recent study by the U. S. Department of Labor 
concludes that the manpower needs of the defense pro- 
gram as presently envisaged can be met. The armed 
forces goal of 3.5 million persons has already been 
achieved, and future drains on manpower for these forces 
will be largely on a replacement basis. In order to meet 
defense production goals, it is estimated that employment 
in deferise activities will have to increase by 2 million 
during the second half of 1951 and by an additional 2.5 
million in 1952. A very large proportion of these in- 
creases will be attained by shifts from nondefense to 
defense activities without workers leaving their jobs, as 
industrial output is diverted from civilian to defense 
uses. 

According to the study, that part of manpower needs 
which cannot be met by shifts from civilian to defense 
production can come from labor force expansion and 
longer hours. At present, there is a large pool of avail- 
able workers, such as housewives and older workers, 
outside the labor force. There has already been some 
movement into the labor force from these sources; for 
example, there were about 650,000 more females in the 
labor force in the first half of 1951 than in the first half 
of 1950. The estimate of defense manpower demand does 
not take into account the effect of possible increases in 
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hours worked. In manufacturing industries alone an in- 
crease of one hour above the average level of 41 hours 
in the fourth quarter of 1950 would yield the equivalent 
of nearly 400,000 workers. 


Source: Department of Labor, Manpower and Partial 
Mobilization, Washington, D. C., September 
1951. 


U.S. Trade with ERP Countries 

Since the beginning of Korean hostilities, U. S. im- 
ports from ERP countries have more than doubled in 
value and exports to that area have increased more than 
50 per cent. Imports rose from $483 million in January- 
June 1950 to $1,026 million in the comparable 1951 
period, while exports increased from $1,539 million to 
$2,375 million. 

ERP countries continue to be the chief destination of 
U. S. exports, accounting for 32 per cent of total exports 
during the first six months of 1951. While exports 
under ERP have been declining, those of military items 
under the Mutual Defense Assistance Program (MDAP) 
have become increasingly important. ECA-paid ship- 
ments declined from $1,147 million in January-June 1950 
to $871 million a year later, while MDAP shipments 
rose from $247 million in 1950 to an annual rate of 
$964 million in January-June 1951. 

As a source of U. S. imports, ERP countries continued 
to lag behind Latin America, the Far East, and Canada. 
During the first six months of 1951, however, imports 
from ERP countries accounted for 17 per cent of the 
total value of U. S. imports, compared with an average 
of 14 per cent in January-June 1950. This increased 
percentage is the more significant because prices of 
manufactured goods from ERP countries rose less than 
those of raw materials and foodstuffs from other areas. 
Source: Department of Commerce, Foreign Commerce 


Weekly, Washington, D. C., November 5, 1951. 


Latin America 


Export-Import Bank Loan to Venezuela 

The Export-Import Bank of Washington has approved 
a loan of $4 million to C. A. Venezolana de Cementos, a 
Venezuelan company, to assist in financing an expansion 
of its cement factory near Barcelona, on the east coast 
of Venezuela. The company is investing $12 million in 
the program. The loan is to cover expenditures in the 
United States for equipment and technical services. The 
additional cement production will be used in projects 
for incerasing the production of petroleum and iron ore, 
in the construction of highways, etc. The loan bears 
interest of 4.5 per cent, will be guaranteed by the Vene- 
zuelan Development Corporation (an organ of the Gov- 
ernment), and will be repaid in ten annual installments 
beginning in 1954. 
Source: El Nacional, Caracas, Venezuela, October 16, 

1951. 
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Ecuador’s Payments Agreements 

The Central Bank of Ecuador reports that the 1951 
mid-year settlement of Ecuador’s payments agreements 
yielded an over-all favorable balance of US$4.2 million. 
The favorable balance with Colombia was $1.5 million; 
with Chile, $0.3 million; with France, $1.0 million; and 
with Western Germany, $1.4 million. 
Source: El Comercio, Quito, Ecuador, August 4, 1951. 


Bolivian Agreement with United Nations 

The Bolivian Government signed, on October 1, a 
Basic Agreement and a Technical Assistance Agreement 
with the United Nations, the provisions of which will put 
into effect the recommendations of the UN Keenleyside 
Mission. These recommendations include the placement 
of qualified foreign technicians in key governmental ad- 
ministrative positions and a number of general economic 
and administrative reforms. 
Source: Department of Commerce, Foreign Commerce 


Weekly, Washington, D. C., November 5, 1951. 


Ban by Paraguay of Exports to U.S.S.R. and Satellites 

By Decree-Law No. 6177 the Paraguayan Government 
has prohibited the exportation, directly or indirectly, of 
Paraguayan products of any strategic value to the Soviet 
Union, Poland, Czechoslovakia, Hungary, Rumania, 
Bulgaria, Albania, East Germany, Communist China, and 
North Korea. 
Source: El Pais, Asuncién, Paraguay, August 16, 1951. 


Uruguay's Exchange Market and Foreign Trade 

In the first nine months of this year, Uruguay’s foreign 
exchange sales on account of trade transactions exceeded 
purchases by $82 million; net sales exceeded those in the 
first half of the year by $45 million. The deficit was 
due chiefly to the fact that almost all of the wool from the 
1950-51 clip was exported during the early part of the 
year, while imports were very large throughout the entire 
period, as a result of the substantial relaxation of re- 
strictions on imports of goods classified as essential or 
semi-essential. 

The largest excess of sales over purchases was re- 
corded in “unrestricted dollars,” with a deficit of $50.3 
million, compared with a surplus of $117.3 million during 
1950 as a whole. Deficits were recorded in all currencies. 
In sterling, however, there was a relative improvement, 
with net sales in the first three quarters of 1951 at £0.7 
million, compared with £11 million for the entire year 
1950. 

The following table shows the purchases and sales of 
foreign exchange on account of trade transactions during 
January-September 1951: 


Purchases Sales Balance 
(in millions) 
Unrestricted dollars $136.89 
Restricted dollars 
(Agreement with 


Germany) 


$86.57 — $50.32 


$ 2.41 $ 18.59 —$16.18 


Restricted dollars 
(Agreement with 
France) 

Agreement with 
Belgium ...... 

Agreement with 
Holland 

Agreement with 
Sweden SKr 12.24 SKr 40.13 —SKr 27.89 

Source: El Pais, Montevideo, Uruguay, October 23, 

1951. 


$ 5.36 $ 12.84 —$7.48 


Bfr 383.57 Bfr385.40 —Bfr 1.83 


f 1.74 f 10.64 —f 8.90 


Other Countries 


Southern Rhodesian Premium Gold Sales 

The Chamber of Mines of Rhodesia and the Rhodesian 
Mining Federation are required by the Southern Rho- 
desian authorities to make use of institutions in the 
Union of South Africa for the recently authorized pre- 
mium gold sales (see this News Survey, Vol. IV, p. 140). 
The South African Treasury is prepared to provide the 
necessary facilities for Southern Rhodesia on condition 
that the gold is not sold in the Union, that the South 
African intermediaries act solely as agents, and that the 
gold is sold abroad for industrial purposes on the same 
conditions as prescribed for South African gold. 
Source: Neue Ziircher Zeitung, Ziirich, Switzerland, Oc- 

tober 23, 1951. 


Mineral Exports of Belgian Congo 

The value of minerals exported from the Belgian 
Congo and Ruanda Urundi in the first eight months of 
this year amounted to Bfr 6,493 million, out of total ex- 
ports of Bfr 12,548 million. The 1951 mineral exports 
exceeded those of the first eight months of 1950 by 50 
per cent. 

Copper, the most important single export item, was 
valued at Bfr 3,159 million, an increase of about 55 per 
cent over the comparable period last year. The increase 
in volume, however, was only about 11 per cent. Tin 
(ore), the second most important export item, showed 
an increase in value of about 60 per cent, whereas the 
volume actually declined slightly from the 1950 level. 
Source: Agence Economique et Financiére, Brussels, 


Belgium, October 31, 1951. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
rial published in newspapers, periodicals, official 
documents, and other publications as cited at the 
end of each note. Explanatory material may be 
added, but no Fund editorial comment or opinion. 
Therefore any views expressed are taken from the 
sources quoted and are not necessarily those of the 
Fund. 

The News Survey is published weekly, except in 
the Christmas and New Year weeks. It may be ob- 
tained by applying to 

The Office of Public Relations 


INTERNATIONAL MONETARY FUND 
1818 H Street, N.W. Washington 25, D. C. 


articl 
would 
withiz 
ways 
count 
cultie: 
60 pe 
OEEC 
tions. 
some 
The 
slow « 
were 
allows 
reduc 
This 1 
where 
is no 
wood 





